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Jmmduction
Moderneconomicsconsistsofmicro‐andmacro-economicS，ｔｈｅ
ｌａｔｔｅｒｏｆｗｈｉｃｈｉｓｓａｉｄｔｏｂｅｏｒｉｇinatedbyJ．Ｍ、Keynesinhis
1claSsicalwork“theGeneraLIrheprypfEmployment,Interestand
Mopey”（1936)．Hisframeworkofanalysisontheaggregateeconomy
IandeconomicpolicieSformsthebackboneofthemacro-economic
part§jn5amuelSOn,Sf`Economics（(5)）whiChputsagreaterstresson卜J
theincome-expenditureaspectofKeynes，theorYthanon;theliquidity
prefercncCtheoryinit：thepropensitytOconsume，theprivate
investmentandthegovernmentexpendituredetelminetheequili‐
briumlevelofproductiOn，andtherateofintereStplaysthepnly
roleofinHuencingthelevelofinvesbment，beingregardedas
aparameter・TheLM-ISanalysisappea応justinanapPendix、Ｉｔ
Ｉｉｓ>intheLM-ISfonnulationthat:the/substantialContentofhis
Ge"eraJThco”。/Ｉ"tB7"tissaidtobeneatlyexpressed,but,unfor‐
tunately,上he1iU弓fOUndedliquiditypreferencetheoryofKeyneshimself
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haspreventedtheinterest}theOryfmmbeingfullypersuading.～
Ｗｈａｔｉｓｔｈｅｒａｔｅｏｆｉｎｔｅ1℃st?Ｌ－－ｉｔｉｓｔｈｅｐｒｉｃｅｔｈａｔａｍａｎｅａｒｎｓfor
partingWithliquidity,TightlysosaysKeynes､Ｂｕｔｈｅｆａｉｌｓｔｏｇｏ
ｏｎｔｏａｓｋｗｈｙｈｅｃａｎｅarnyieldfOr,doingｓｏ：theinterestcomes
fromthetotalprofitofthefinnslItiskeptambiguousinKeynes，
ｂｏｏｋwhopaysinterestultimatelywhdm:`thefinns，Whichａ正
thepayerofinterest，測JfjmatどﾉｿｐａｙｉｔｎｏｔｏｎｌｙｔｏｔｈｅＷｅａｌｔｈ－ｏｗｎｅｒｓ
ｂｕｔａｌｓＯｔｏｔｈｅｂａｎｋａＬ…引〃，，…，
」Keynes,OriginalexpIanationofliquiditypreferenCedoesnotclarify
atallwhatisinterest：the配ｓｅｅｍｓｔｄｂｅｆｅｗｌｉｎｅｓｔｏ配lateitto
tliecontributiOnofthecapitalassets(thefixedasset3andinventories）
toproduction、Hedoesnotquantitativalyrelatetherateofinterest
tothetotalprofitdDespitethetltleofthebook“theGeneralThmry
oflnte“st,,，ｔｈｅｒｅＳｅｅｍｓｔｏｂｅｎｏｓｏｌｉｄｔｈｅｏｒｙｏｆｉnteresttoexPlain
itsidatiVelystablYpOsitiveexistenceexceptthepsychologically,`and
todloosely，ｆｏｕｎｄｅｄｔｈｅｏｒｙｉｎｗｈｉｃｈｔｈｅｒａｔｅｏｆｉnterestis
detenninedbythemarginalefliciencyofcapitalandtheliquidity
Prefei巴nce,bothofwhicharehighlysubjeCtiveandlackasatisfactoW
theoreticalfoundationinrelationtotheaggregateproductionfunction・
P｡●｡●Whyinterestpaymentmustbestablyposlt】velnequilibrium?－
becausethemarginaleHiciencyofcapitalanditheliquidityprefe,℃nce
a正bothpositive-suchananswerisobviouslyunsatisfactorylwhiCh
wouldleadtoanotherquestioni〃zuAatzuのＺＡＢｍａ垣ﾉｶaJe飯Ｃｉｅ"cyo／
``ZP"α“"`ｊｊｆａ"此ｔｈｅ/i9Mi`ｶﾞｵﾂ｣brejf`γβ"“,ａｒｅｒｅ肱＃`‘ｔｏﾒﾉza1b7Od拠c-
tiZji妙ｏｆc”ｵαｌ“setsJormor1efundamentally,whyandhowtherate
OfinterestdifTersfromtheaveragcormmginalproductofcapital
assets、TheseqUestionslwillconsiderinthispaperd．
(1)Ｆ出"｡α加`"ｔａＪＩ`どａｓ ｡I
’？‐’）．】．.，：？
（1寺2）ＴﾉZBECo"omjcage"ttomma〃`Ｍｂ"ｅｙＭ`ost恥ｈｅＦｊｉｒｍＳ
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lnthe"GcneralTheory，，(Keynes,(1)）anentrep1℃neur,oraspec‐
ulatorisoftencalled‘ａｍａｒｆＯｒ‘ａｎindividual，、Icallboththe
entrepreneu輯andthespeculatorssimply“thefirmS，，throUghoutthis
paper・Ｉｔｗｉｌｌｂｅｐｏｓｔｕｌａｔｅｄｔｈａｔｔｈｅｍａｉｎｄemanderformoneyis
thefirms8thisnotionisthestartinｇｐｏｉｎｔｏｆｔｈｅｗｈｏｌｅａｒｇｕｍｅｎＬ
(ＳｅｅＪ・VineqM4)，ｐ､260.）
（1-2）TAeSP“〃ｌＱｔｏ汀”gIde冗航β‘ぬｉｔﾊﾘﾉte厩７，s
Thespeculativemotiveforliquidityisnotcleallyidentifiedasone
ofｵﾊ′βrms，motivesformoneyalongwiththeothertwobyKeynes
(Keynes(1))．Inthispaperitisassumedthat〃・bodj'。ｔｈ`γｔｈａ'Ｗｉｃ
βγｍｓｄＢｍａ"dsp“秘J“ｶﾞﾋﾞﾉｅ、｡"ey8thesPeCUlato[Bareidentifiedwith
thefirms．
（1-3）ＴＡｅＦｉｒｍＳＭａ魂､jご`Lj9zU繊#γ〃jtACajbi"J』"`tsCo冗鈍α"ｔ
Ｉｎｔｈｅ“GenemlTheor)７，，（Keynes，(1)）the1iquidityfunction
L2(i)isfoundedmainlyonthespeculator宮，psychologicalreactiontoa
changeｉｎｔｈｅｍａｒｋｅｔｒａｔｅｏｆｉｎｔｅ正stespeciallyintheconsolmarket，
andontheauxiliarysuppositionthatmenwillholdaless(orgreater）
amountofinterestPbearingsecuritieswhenthemarketratefalls（or
risesJThuslitisassumedtherethattheliqUidityfunctiondescribes
boththespeculatolB，behaviorinfinancialmarketsandtｈｅ‘rentiers，，
asset-choice・Inthispaperthesetwoclassesofeconomicfimctionsare
diStincdydiscernedintothefilmsandthe`individuals，，respectively；ｉｔ
ｉｓａssumedthattheβ7mJdonotbalancebetweentheinterest-bearing
andbarrenformsofassets(whichisthoughttObethe`individuals,'job
here）butsimplytrγto加αﾊﾟﾉmizeli9那舷"γgjUe〃ＣＯ"s2α"ｵc`ZPｶﾞｵαlα…s，
S皿ｂｊ“t#。ｵﾉteirCm7rB〃ｆＣｑＰａＣｉｔｙｏ/’`Zﾘﾉﾒ"ｇｉ"terBSta"atotAe6α"kS’
γ“eγUB7e9t4j7eme"2．
（1-4）ＴＡ`Ｂａ冗化j〃ｇＳｗｅｍＨａＳ#。ｂｅＣｏ冗噸ｅｒｅｄ
ｌｎｔｈｅ“GenemlTheo可，（Keynes，（1>）nosystematicacc･untis
g1venonthebanks,creditbalances・Inthispaperthebankingsystem
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isexplicityanalyzed：ｉｔｗｉｌｌｂｅｓｈｏｗｎｈｏｗｔｈｅｂａｎｋｓｃａｎｂｅ
ｒegardedasanultimateclaimanttoasubstantialpartofthefirms，
borrowedfunds,orspecificallytheirdemanddeposit．
（1-5）ＴﾉｉｅＩ"diUjd皿α1s，』"Ct-ChoiCパCParatedFｱ｡"8ｵﾉZCFi7mS，
Ｍｏ〃eγＤｅｍｑ７ｚｄ
ｌｎｔｈｉｓｐａｐｅｒａｂａｌａｎｃｅｓheetfolmulationismadeinrespecttOthe
asset-choiceofthemdividualswhichareregardedasdistmctfrom
thefirms．
(2)wAa2isNBzu
（2-1）』"α腕ｓｏ/Ｉ"fer"f"γme"ｌＳｉＪｍｔ７Ｄｄｌ`“d
AcruCialdefectofKeynes，classicalwork‘`theGeneralTheory，，
(Keynes,(1)）isitsfailureintakinginterestpaymentsintoconsidera‐
tioninthestaticframework、Thereseemstobeatheoryofdetermina‐
tionoftheγate．/interestbutnotatheorynstowhopayinterestto
ｗｈｏｍ，ｏｒａｔｈｅｏｒｙｏｆｉｎｔｅｒｅｓｔｌａγｍＢｍＪ・Thisthepresentpaperis
goingtOapproach．
（2-2）Ｃ化αγi"ｇ迦ＰｔﾉｉｅＭ，ｊｓｊｅ７ｙｏ/jheDjchotomizeaLi9皿id"ｙ
Ｆ泌冗ctjo7L
Anotherdefectofthe“GeneralTheory，,(Keynes,(1)）istheover‐
simplifiedfOrmulationofthemoneydemandfuncｔｉｏｎｉｎｉｔ，orthe
dichotomyofmoneydemandintｏＬ１(Y）ａｎｄＬ２(i)：Keynesthinks
thatthisdichotomymspclmissibleatleastconceptually、Thispaper
willpresentamoneydemaｎｄｆｉｍｃｔｉｏｎｗｈｉｃｈｉｓｎｏｔｂａｓｅｄｏｎｔｈｉs
conceptualdichotomybutisbasedonacompletelydiHtﾖrentapproach
toit,ｎａｍｅｌｙｏｎｗｈａｔｍａｙｂｅｃａｌｌｅｄ“tAei"terestpnymB"＃α〃ｒｏａｃ/z"，
whichIintroducefirsthere．
（2-3）ｎJ拠れ』〃αZi"ｇｔＡｃＡ刀Z6ig1`ｏｕＪ‘SPeC,`latiZﾉＧＤＢ、α"‘／ｏｒ
皿o7zeヅ
Ｉｎｔｈｅ“GeneralTheory，'（Keynes,(1)）ｔｈｅ`speculativedemandfor
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money'isnotclearlyfOrmulatedasdistinｃｔｆｒｏｍＵｈｅｄｃ１"α"。／０７
，０"eγオｏノｉｏａ７ｄｊｒｅｍａｊｎｉｎｇｔｏｂｅａｍｏｓtconfusingidea，ａｎｄｉｎｔｈｉｓ
ｐａｐｅｒｉｔｗｉｌｌｂｅｃｌｅａｒｌｙｄiscemedthat2/lBSjbcc皿ﾉα〃z）ｅＪｙｄｅｍα"dcd
mO"eγｊＳ７ＺＯオハＯａｒｄｅｄ６”（ECtjひＧｍｏ"B必ＯｒｔｈｑｔｉｔｉＤ〃OtjdJB
6"ｔ９"icAJWjrculajj"9.（E､9.,remembertheterm“the９剛ｉｃルratio，,，
whichmeanscashplusmarketablesecuritiesdividedbycurrent
liabilities：thenumeratorcanberegardedtocontainthefimns，spec-
ulativemoney1）
（2卦）ααγ伽"ｇ２Ａｅﾙﾙｵﾉ｡〃６"u'“〃zAgmteγ"ｔＲＱｔｅα"ｄｔｈＧ
Ｐ７ｏ/ｆｊ
Ｉｎｔｈｅ“GeneralTheory”（Keynes,(1)）thereisnoclearmenti・n
ontherelationbetweenthe7dzteofinterestandprofitsofthefilms：
thereseemstobeoverlookedthatthetotalamountofthefiIms,profits
inHuencestheircapacitytopayinterest、Inthispaperitispostulated
thatfhegrcztertABβrmJjaggrBgate〃etProβｵｉｓ州Cgrezt`ｒｊＪｉｈ６βγｍｆ
ｃａＰａＣｊＺＷｏＰｎｙｉ"tereJt,α"‘ｵﾉhere/ｏｒｅｔｈｅｇｒｅａｔｅｒａｍｏ江"ｔｏ／、｡"ey
lAeymilJdcmα"。（toborrowfromthelende竃,in℃spectiveofwhether
itisactuallysuppliedornot.）
（2-5）AJSl`、i"ｇｵﾊﾋﾞＰｅｒ/ｅＣｔＳﾉlo7t-α"dLolzg-tcｱ、Ｓ…ｒｉｔｙＭＺ７－
ｋｃｔｓ
Ｔｈｅｒｅｉｓｎｏｔｍadeexplicitinthe“GeneralTheory”（Keynes，
(1)）theexistenceoftheperfectlydevelopedmarketsofshortとand
long-termloansorsecuritiesamongwhichandthemoneymarketthe
speculatoIBshuttletoequalizetheratesofinterestinthemarkets・
Inthispaperthisassumptionoftheperlectsecuritymarketswillbe
postulated．
（３）０tﾉbeアコル。γeticaJ庇s""Ｊ
（3-1）ＴＡｅＢα"ｋｓＵＪｔｊｍａｔＧ〃ＥａｒｎＡＩｏｒＣＴＡａ花Ｉ"ｔＣｒ"tMqrgmS
Thebanksareshowntoearnｵﾉｈｅα""αＪｒａｔｅｏ/i"teγesfm皿/tijbJied
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6ｙｊＡｅｄｃｍα"ddelosit,withoutrepayingittothedepositors,inaddi-
tiontointe配stmargins．
（3-2）Ｔﾉj'１"ｄｊＤｉｄｗＺｈＡｒ８ｊＶｏｔＣ“､α"ｔＳＴｏＡｌＪ＃ﾉｉ６Ａ…ｓｏ／
Ｔｈｅ尻ｒｍｓ
ｌｔｗｉＵｂｅｓｈｏｗｎｔｈａｔａｓｌｏｎｇａｓｔｈｅindividuals,balanceofbank
notesissmallerthanthefinns，ｄｅｍａｎｄdeposit，ｊｈｅｉ"｡iひ'｡ⅢaKftotdzノ
`、`t`/"ｌｓＡｏ７ｔＯ／６ｶＧｔ"＠J“"ＩＳＯ／ｔｈｅβ７mS,orthesumofthe
capitalassets（includinginventories）andthemoneyassetsofthe
linns.（SeeFig.Ａ-2）
（3-3）Ｔﾉi`ＬｊＭＣ"'UeisReﾉα'`ｄｔｏｔＡｅＡｇｇｒ２ｇａｉｅＳ〃〃〃Ｆ〃"`iiO〃
Ithasbeeninconceivableintheconventionalargumenttorelatethe
LMcurvetotheaggregatesupplycurvedirectly,ｂｕｔｉｎｔｈｉｓｐａｐｅｒｔｈｅ
ＬＡｆｃ卿rひe”osj#！。"eｄ“rBPr"e"ｵﾌﾞ"gacostwztBco"/,。""〃gtAB/?γ机s
zuAiCﾉZfSgoi"g9oprod皿“,i､e､,TCPγe“"ｔｉ"ｇｵﾉbei"te7estCo鉱Ｐｅｒｚｍｊォ
。/tAe/ZrmftotaﾉｍｅｔＪ・Thusiti…Iatedtotheagg1℃gatesupplyfunc‐
ｔｉｏｎｉｎａｓｉｍｐＩｅｗａｙ．
Keynes,DichotomizedLiquidityFunctionsamUnreUable
lnKeynes，“GeneralTheory'，ｔｈｅ`liquidityfunctions，Ｌ,(Y)and
L3(i>areintroducedtopIaycrucialrolesinhiswholetheory・How‐
everithasbeensuspectedthatthisfunctionalseparationofthe
moneydemandistoomuchsimplifiedtodescribeactualcircularflows
ofactivemoney、Ｔｈｅ‘financialCirculation，，thoughconceptuallydis‐
tinctfromthe`industrialcirculation，（Keynes(2),Ｃｈａｐｌ５)，cannot
beimaginedasclearlyseparatedfromthelatter・ThefunctionL2<i)，
ortheliquiditypreferencefunction,isaccompaniedwithambiguities：
astowhoprefersliquidity,whyitisthoughttobenegativelysloped，
etc･
InthispaperIwillapproachthetheoreticalexplanationofthe
６０
moneydemandfUnctiOn仏(Y》'i),fmmaCompletelydilTerentangle,dr
fromthestock（asagainstflow）vieWpoint：moneyRiisrEgmdedasa
constItuentoftheaggIEgateassetsbfaneconomywhichCOstSthe
holdersomepositiveinterest〃otasanykindofopportunityCOstもＵｔ
ａｓａｃｏｓｔｆＯｒｔｈｅｈｏｌｄｅｒｏｆｍｏｎｅｙｔｏhavetopayactualinterestata
certainpoSitiｽﾞﾉeratetdthebanks'anatheindiVidUa1S..:IWillCbn罰der
money〃otasbarren6ⅢjasIsomethingthatcostsitSholderaCtualin‐
terestpayment｡出トハパ：．－…
Inrealitytheholderofmoneyisdominatinglythe,flimS(consid6r
whoholdsdemanddepoSit);theyborrdwmoneyfrOmthebanksj;etc・
Inthispaper,afterclearlyfolmulatingthebalancesheetrelationship，
thefinn-dominatedmoneymarketisanalyzeCL,、
Ｔｈｅclassofindividualspeculators,Ｗｈｏｄｅｍａｎｄ'moneyTOrthe
speculativemotive,mayberegardedaspartofbusineSSmen,roUgdily
identiliedwiththeHrmｓ８ｓｏｔｈｅｒｅａｒｅｏｎｌｙｔＷＯｅＣｏｎｏｍ１cagents●1,q･l
whichinHuencethesimpleeconomy：thefillnSﾘ嵐ndthe1iiidividUal
consumers（abbreviatedby“theindividuals，'.）
ShortlyspeakingournewexplanatioiionthemoneydemandfUhCL
tionL(Y9i）maybesummarizedasfollows：thefirmsdemanda
grcateramountbfmOneywhehtheirnetprofitriSeSbbecaUSeth6nthey
canafTbrdtopaymoreinteresttothelender3dffUilds.．"Hehcethe
positiveLYdTherCfbre,WithaflXedMthefilmsc麺afTOrdt6paya
higherrateOfinterestwhenthenetpmfitrises、HenCethePOsitiVely=
slopedLMcurve,orthenegativityofLY/Ll,andSothenegatiVityOf
LLBehindthislinadditiontotheassumptibnthEitthehigher'isthe
levelofprcductiOn，thehigheｒｉｓｔｈｅｌｅｖｅｌｏｆｎｂｔｐｒｏｆｉｔ,the1℃ｉＳｔｈｇ
α"mmpI勿祁ﾒﾉｾhzflheｶﾞｱmsp匂ｅｒ２ｑｈＤﾉ｡“、郷cﾉｉｍＤ"eγ“し…6ﾙ,５０
ね『“zhey℃α〃′⑳j"…Ｗｉ℃，iWhe<"`”砿。βｔｂ７ｆﾉｵｅ〆･ｶﾞｵ噸er
delrCciα"。"，ｊ"#`rprCli〃ｇ＃ｈｅ‘/i91Jidjtypre/ere"Ｃｅ，ａｓメノｉｅｈｒ'"S’
６８ﾉｶαz｣joraJcIrite7jo施吋mqjwjmjZj〃ｇ#〃ejrJj9"jdijyaオハα"`jwhichsup‐
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posedlyworksmstaticsasthesoleobjectiveofthefirmsintheirstock
(asagainstflow）decisionmaking,andthereforewhichisindepend‐
entofandconsistentwiththeothercriteria，ｉｅ.，tomaximizethe
HowofcuITentprofItfromproduction，andtomaximizenetexpected
retuminthefuturefrominvestment・
Notatimug UP
TheIbllowingnotationsaredelinedallinJj0DAterms・
Ｈｂ＝(thebanks，reservempney）
Ｄｇ＝(thegovernment，sloantothebanks）
nhm＝(thCb靭knotpSofthQjndMduals)B
Lh＝(thedepositsandloansoftheindividualS）
Ａｈ＝(thetotalassetsoftheindiyjdUals）つい，…．,--5,〆,'
Ｌ＝(thekotalloanCdfundsthroughthCbanks）…
Ｋ＝(thecapitalassetsofthefinns）
Ｄｆ＝(thedepositbalancesofthefiIms）
Ｈｆ＝(thebanknotGsOfthefirmS）ｆ
Ｍｆ＝(thetotalmoneybalanceofthelirms）
Ａ＝(thetotalassetsofthefimls）
ThefplloWmg4reinnOn-stocktenns．
Ｎ＝(thOeHbctiVpWorlSemployed）
Ｙ＝(thetotalproduCtiOn）
ｐ＝(thegCneralEmccleveLofgoods）,｛
両＝(tllemoneywagerate）〆～
ｉ＝(therateofinterest）
ご＝(thcrequiredrescrveratio）
ｄ＝(theratioofdeErCpia(iOntothcCapitalassCtS）
ｑ＝(theproportionofthemdiViduals,lendinRthrouEhｑ三(meproportlonokthemdividuals,lendingthroughthebanks）
Thosenotationswithba昭ａｘ℃constant、Definitionsoffimctionalre-
lationswillbeintrOducedinthetext．
6２
§lTIueFirms，DominanceintheMoneyMarket
(1)ＴＡｃＢａＪα"“SAecZs
（1-1）ＴﾉｉｃＩｎｄｉひid1‘`ls
Theindividuals，balancesheetiswrittenasfollows：
Ｌｈ＋Ｈｈ＝Ａｈ,……..……………….………(1)
ThevaZiableLh，ｏｒ‘thedepositsandloansofindividuals,，includes
notonlytheirdepositsandshort-tennloans，butalsotheirholdings
oflongtermSecurities，shares，andotherassets・Theindividualsare
assumedtoholdｎｏ正alassetsforsimplicity、ＴｈｅｙsupplyLhin
ordertoearninterest(regardingdividendsasapartofinterestonthe
loanstothefhms)，ａｎｄｔｈｅｉｒｓｕｐｐｌｙｏｆＬｈｉｓａｓｓｕｍｅｄｔｏｂｅａｎ
ｍｃにasingfunctionoftheex-antemteofinterest（denotedbyi)，
lpe．，
Ｌｈ＝Ｌｈ(i),anddLh/di＞0.…………………….(2)
Theindividualsholdapmportion（q）ofLhintheformofdeposits，
anditsremainingpart（1-q)･Lhintheformofdirectholdingsof
shares,bonds,etclassumethatd((1-q)Lh)/di≧O
Theirtotalassets,ortheiraccumulatedsavings,Ａｈ,ｉｓａｓｓｕｍｅｄｃｏｎ‐
stantinthestaticscheme・ＳｏＨｈｍａｙｂｅｗｒｉｔｔｅｎａｓｆｏｌｌｏｗｓ：
Ｈｈ＝Ｈｈ(i),anddHh/di＜0,……………………(3)
whichshowsthattheirdemandfbrbanknotesandcoins（Ｈｈ）isa
decreasingfunctionoftherateofinterest．
(1-2）Ｔｈ`Ｂａ'uks
Thebanks，balancesheetiswrittenasfollows：
Ｈｂ＋Ｌ＝qLh＋Ｄ,＋Ｄ9,．…………………..(4)
ｗｈｅｒｅＨｂｉｓｔｈｅｂａｎｋｓ’reserve，ａｎｄＤｇｉｓｔｈｅｇｏｖｅｍｍｅｎｔ，sloanto
thebanks、ThevariableL，ｏｒ‘thctotalloanedfundsthroughthe
banks，，ｐｌａｙｓａｋｅｙｒｏｌｅｉｎｔｈｅｆｏＵｏｗｉｎｇａｌｇｕment，anddenotestAB
6３
ZoZaJJm6ilitiesO／オハeCoordi"a2B`Ｍγ刀ＤｓＺｏオノｔｅ６ａ〃ん`．（Aboutthe
coordinatedfinnssee（1-3)，below.）
Thebanks，Ｉｏａｎｔｏｔｈｅｆｉｒｍｓ，ｏｒＬ，isrestrictedbythereqUired
reserveratio,c,whichisassumedconstant.(Seetheeq.（11),below.）
Thegovernmentcanchangethelevelofitslendingbalancetothe
banks,Ｄｇ,atdiscretion：itcanaddtqorcontractDgwithoutwor‐
ryingaboutitsbudgetortax疋venue・ThusDgisanindependent
policyvanable，oraparameter，
Theindividualsaｴ℃ａｓｓｕｍｅｄｔｏｌｅｎｄｌＯＯｑｐｅｒｃｅｎｔｏｆｔｈｅｉｒｆｕｎｄｓ
ｔｏｔｈｅｆirmsthroughthebanks8itmeansthattheybasstockand
bondholders，lendtheirremainingcapitaltothefirmsnotthrough
thebanksr
ThebaｎｋＳａｒｅａｓＳｕｍｅｄｔｏｐａｙｉｎｔｅｒｅｓｔａｔｔｈerateiontheindivi-
duals,depOsitsqL職,andonthegovernmenﾋﾟsloantothem,Ｄ9．They
donotpayanyinterestonthedemanddePositsofthefinns,Ｄｍ
Ｔｈｅｙ正ceiveinte１℃ｓｔｏｎｔｈｅｌｏａｎ，Ｌ，ａｔｔｈｅｒａｔｅｉ，ｆｒｏｍｔｈｅｆｉｒｍｓ、
Sincetheydonotpayinterestonthedemanddeposits,andsinceDfis
empiricanymuchgreaterthanHb，ｏｒｔｈｅ蛇sewemoney,thebanks
caneamthedifTerenceoftheinterestreceiptandtheinterestpay-
mentS,のｒ－Ｈｂ).Ｌ｜
(1-3）theFimzs
Eachfirm?sbalancesheetcontainslendingand/orbormwingbal‐
ancesinrelationtootherfirms，ｅ,gｲｺﾞaccountsandnotesreceivable
andpayable,holdingsofotherfirms，sharesandbonds・Ｗｈｅｎｗｅｃｏｎ‐
siderthefilmsasaWhole,orthecoo7di?wzjedβrmS,ｗｅａｇｇｴ℃gatebal‐
ancesheetsoverallthefinnS,andcanceloutthesestocktransactions
amongfirmsleavingonlythetotalfiXed（tangibleandintangible）
assets,thetotalinventorystocks,andthetOtalmonetaryassets（bank
notes，demanddeposits，short-tenngovemmentsecu㎡ties，ｔｉｍｅｄｅｐｏ‐
sits,etc.）。nthedebitside,ａｎｄthetotalbormwingBfromthebanks
6４
andtheindividualsjincludingtheequityCapitalandSurplUSes,onthe
creditside・ForsimpIeexposition,itiSaSsumedthroUghoutthis
paperthatthefinns，monetaIyassetsconsistonlyofｃｕｍ巴ncyand
demanddepOsit’andthatthesurpluSesareregaxideｄａｓａｐａｴtofthe
individuals,directlending：ｔＯｔｈｅｍ，､anycurrentadditiontothe
surplusesbeing配galdednegligiblerelativetOtheSurplUses6．
、Thelixedassetslandinvientorystocksarecalledinsumq`thecapital
assets，，inthefollowing,ｄｅｎｏｔｅｄｂｙＫ｡．,，，
ＴｈｅＥｒｍｓ，balancesheetiswrittenasfbllows３
Ｋ＋(Hf＋Ｄｆ)＝Ｌ＋(１－q>・Lh,!….……………｡(5)
andthefinns,moneybalance，Ｍｆ,ｉｓｄｅｆｉｎｅｄｂｙ
Ｍｆ＝Ｈｆ＋Ｄｆ.………………..……………(6)
ThefirmspayinterestonbothLand（１－ｑ)･Lhattheratei,to
thebanksandthe1mdiViduals,鱈p、ThecapitalassetsKisassumed
constantinthiSstaticmodel-ト
(2)Ｔｈ‘〃ect。/lAeI"tfiZﾉﾉ"zt`〃Amet-Choi“。〃ｵﾉbeFirmJ，jMo"ey
O,
’Ｂａｌａ"“
Bythethreebalancesheetidentities,(1)，(4)，ａｎｄ(5),ａｎｄ(6)，
ｗｅｈａｖｅ
Ｋ十Ｍf＝<qLIn＋Ｄｈ＋Ｄｇ－Ｈｂ)＋(１－q)Ｌｈ
＝(Ａ－Ｈｈ)＋Ｄｆ＋Ｄｇ－Ｈｂ,………．……(7)
andalsqbythiseqUationand(6)，
Ａｈ＋Ｄｇ－Ｈｂ＝(Ｋ＋Ｈｆ)＋Ｈｂ.….….…………(8)
Theeq.(8)showsthat,sincethelefbhandsideofitandKarecon‐
stand,ｔｈｅｎ､,ortheindividuals，demandforbanknotescaninnu‐
encethefimns，balancethroughitseflectonHborthefirms，demand
forbanknotes,providedthatHb-Dg＝（constJHoweverHhwnl
beshownbelowtobeabletoafTectthefirms,totalassets,ｏｒＫ＋Ｍｆ
6５
alsothroughitseHbctonDr、
ＩａｓｓｕｍｅｔｈａｔｔｈｅｖａｒｉａｂｌｅＨｂｃａｎｃｈａngesatisfyingthefbllowing
equatｉｏｍ
Ｈｂ－Ｄｇ＝（consL）……………….……….…(9)
SincetheHrms,moneybalanceconsistsnotonlyofHｆｂｕｔｏｆＤｆ,ｔｈｅ
ｓｕｐｐｌｙｏｆｍｏｎｅｙｔｏｔｈｅＨＩｍｓｃａｎｂｅinHuencedbytheindividuals，asset
choicesimbolizedinthefunctionHh(i)throughbothH,ａｎｄＤ,．
(3)TAeLi9mdit)ﾉＰｒｅ/ere"“。/jAeFY'mｓ
Inthismodelspeculationisconsiderednotaspartofindividuals，
behavior，ｂｕｔａｓｐａｒｔｏｆｔｈｅｆｉｌｍｓ，behavior･Ｔｈｅ‘firms,，therefo正，
areregardedtoconsistofentrepreneu庵andspeculators，thelatter
demandasmuchliquidassetsaspossibletomakeuseofopportunities
toearncapitalgains・TheliqUiditypreferencecomesfromthespecula‐
tivemotiveoﾉﾉﾊｅβrmJ』andnotfromtheindividualspeculators、
Simbolicallytheliquiditypreferenceofthefirmsmaybeexpressedas
follows：ｔｈｅｆｉｒｍｓ,behavioralcriterioninrespecttostockvariables
(asagainstflow)isassumedtobe：
max・MfbychangingMfitselfsubjecttotherestraint(seeFigl）
（FK(N(Y),Ｋ)－．)．Ｋ≧i･(Ｋ＋Ｍｆ),…….………(10）
whe正theleft-handsideoftheinequality(10)denotesthecoordinated
finns，totalprofit（seeSection3,below）彫Jsdepreciation(.．Ｋ)from
whichtheypayinterest(includingdividendsonequitycapital)ontheir
totalborrowedfunds，ｗｈｉｃｈｉｎｔｕｒｎｉｓａｌｗａｙｓｅｑｕａｌｔｏＫ＋Mfor
theirtotalassets，ａｔｔｈｅｒａｔｅｉ・Behindtheformulationoftheright-
handsideof(10)，thePerfbCtmarketofsecuritiesincludingstocksis
assumedtoexist.（Seep72below.）
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Ｉ
FK(N,Ｋ)-．
=〔theMarginal
Productof
CapitaDｌｅｓｓ
（TheDeprecia・
tionRatio）
Curve）
0
（lllcClpitnl（theFiTms，
AssCts）MonCy〕
＝(fixcdasscts＝(tI1efirnls，
ｐ“iIIvenIorybanknotcspnIF
stocks〕demanLIdeposit）
Fig.1（ＴｈｃＦｉｒｍｓ・MollcvI〕cmauu【lCllrvc）
(4)TAeFY7ms'ＤｅｍＤ"dDelosit
Ｓｅｃｔｈｅｅｑ`(7),inwhichthe1℃areonlytwodependentvariables
ontheright-handside，ＨｈａｎｄＤｆ，NowDrisamajorconstitu‐
entofMfandappearsalsointheeq.(4).Thefirms,ortheirspeculative
divisions,behavetomaximhBeMfsubjecttotheotherconstraintim‐
posedbythebanksandgovernment：
ｃ･①E＋qLh＋Ｄｇ)≦Ｈｂ,．……………..……..(11）
inadditiontotheconstraint(10）Bythiseq.(11),andtheeq.(7)，
Ｋ＋Ｍｆ≦(Ah-Hh)＋（(Hb/c)－qLh-Dg)＋Ｄｇ－Ｈｂ
＝（(１－ｃ)/Ｃ)･Ｈｂ＋（１－ｑ)･Ll,.．………(12）
Thefirstandsecondtermsontheright-handsideof（12)denotethe
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maximumattainabledepositofthebankslessthebankreserve，and
thestockholdingsandotherloansoftheindividualsnotthroughthe
banks,respSincethefirmstIytomaximizｅＭｆ,themequality（12）
willholdwiththeequalitysign．
(5)ＴＡｅＤｅｌｅｱ､i"α"｡〃｡/theEhZ7"`｡，Ｒ`'ＣＯ/’'@F`…
Theequation（10)canbeIEadasthedemandscheduleｆｏｒｍｏｎｅｙ
ｏｆｔｈｅｆｉｍｎｓ，becauseitexpresseshowmuchmoneyｔｈｅｆｉｒｍｓａｒｅ
ｗｉｌｌｉｎｇｔｏｈｏｌｄａｔｅａｃｈｇｉｖｅｎｌｅｖｅｌｏｆｔｈｅｒａｔｅｏｆｉｎｔｅ1℃st，giventhe
totalnetprofit（F庄一ｄ)･KSinceKanddaｴ℃constantthedemand
curveformoneyofthefinnscanbedepictedasnegativelyslOped,
glvenaleveloftotalproductionY、
Ontheotherhandtheeq（12)canbereadasthesupplyschedule
ofthebanksandtheindividualsofmonｅｙｔｏｔｈｅｆｉｒｍｓ,ｂｅｃａｕｓｅｆｍｍ
(12）
Ｍ〔≦(<１－c)/c)･Ｈｂ＋<(１－ｑ(i))･Lh(i)－Ｋ）……(12)′
whereｄ(１－ｑ)Ｌｆ/di≧0,ａｎｄＨｂａｎｄＫａ1℃constant,asassumed
above、Thesecondtermonthenght-handsidedenotesthe
partofthemdividuals，ａｓsetswhichtheylendtothefhmsnotthrough
thebankslessthecapitalassetsｏｆｔｈｅｆｉｍｍｓ：therightPhandsideas
aWholeZ℃p配sentshowmuchfundsthebanksandtheindividualsarE
willingtolendtothefirmsateachgivenleveloftherateofinterest、It
canbeinteIp1℃tedasthesupplyfunctionofmOney・
Ａｒateofinterestisuniquelydeterminedｂｙｔｈｅｉｎｔｅ函ectionof
thedemandandsUpplyschedulesofmoney，repm℃sentedby（10）
and(12),resPlcaUthisrate“ｔｈｅeαγ"ｅｄｒａ#８０/jlzteγe"”hereafter・
TheadjustmentspeedoftheearnedrateofinterCstisassumed
infinite,anditmeansthatthedesiredlevelsofthedemandformoney
andthesupplyofmoneyalwaysCOjncidetoeachotherbytheequilibra‐
tionoftheex-anteeamedrateofinterest：theactualquantityofthe
fimms，moneybalanceandtheactual（ex-post）earnedrateofinte正sｔ
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ＳｏｔｈｅＳＳｃｕｒｖｅｉｓｔｈｅｈｏｎｚｏｎｔａｌｓｕｍofthesupp1ycurvesofHfand
DfdefinedbytheeqS.(13)ａｎｄ(14HfesP.（SC6Fig､３)．
!●｡IC ．１，Ｆ。:Ｌ：｡.Ⅲ幻：‘‐､ThegovCrnmentCanchange,HuibychangingDgkeepingtheeq．
(肌1t…nyscenthat,WhenHoiAlhcredsedmthiswaybylth゜
govemment,thesupplycuweofHfiscpnstantbutthatofD雌Shifts
totherightbytheamount((１－c)/C)･△Hb,where（(１－c>/c)ijthe
creditexpansionmultiplier・ThustliegovemmentcancontrollMf
throughitsefIbctontheSupPlycUrveofDF:ifitraises(reduces》Ｈｂ，
theSScurveshiftstotheright(left),bythemultipliertimes△Hb1(See
Fig.Ａ-1.)WithYconstant，theeaxiledrateofintex℃stiImfallsEmd
Mfinequilibriumrises：thefirms，actualmoneybalancewnlbewlitten
ａｓ’「．．“.．，〆６．．$
Ｍf＝（(Fx(N(Y),Ｋ)－．)/iLM(Y;Ｈｂ))－Ｋ`…(by(10))｜
＝Ｍｆ(Ｙ；Ｈｂ)，．……………………､丘.､丁.(15)'１
(WhereiLM(Y;Ｈｂ)isthei-coordjnatepfthQinteIsectionoftheDDand
SScurveS,draWnmgiVﾋﾞnYandHb8)!いい～十,：’；－…ヨ
Itholdsthat8Mr/OY≧Oand8Mf/OHb九℃ivehir,Ｍ;becomes
afunctionofiLM，whichｉｎ
，（「．，
tumiscontrolledbyHb.(dMf/diLM<O）
し.,-..p･0.-0｡.』▽‐●､型凸一
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ThefimctioniLM(Y;11､)givestherelationbetweenYand<tlieactual
earnedrateofinterest,iLM,asthelocusofallthepointssatisfyingthat
(1)thefirms，quantityofmoneydemandedateachiLMisrealized,that
；．；
(2)theindividuals，desiredprOportiOnsbfdePoSits,lendihgSandbank
notesﾂhleldOutoftheiraccUmulatedwealthalc1℃alizedf9arningthe
cOrrespopdingintex℃stjandthati(3)thebanksa正SatisfiedinsuCceBdling
jinlloaningup3totherequhqed…ewelpatioｦl6ecommgjabletoeamthe
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Fig.３（ThcSuppIyCurvcofFunds）（D贋＝Ｈ１,isassumed.）［Thebankillg
systemcanaddtothesuｐｐＩｙｏｆｆｌｍｄｓｏｕｅｒｍｄａｂＯ泥ｔｈｅ[otalscheduled
lendingoftheimdividualS.］
maximumamountofinterestreceiptsubjecttothatrequirement､This
locus,CCITespondingtoeachfixedlevelofHb,ｍａｙｂｅｎａｍｅｄｈｅｒｅｔｈｅ
ＬＭｃｕｒｖｅ・ＴｈｅＬＭｃｕｒｖｅｔｈｕｓｄｅｆｉｎｅｄｇｉｖｅｓａｎｅｘｐｒｅｓｓｉｏｎｏｆａｎｉｍ‐
portantaSpectofmacm-economy,quitedifTerentfromthatexpressed
bytheconventionaldefinitionoftheusualLMcurve．（SeeFigs､２，４
andA-1.）
(2)Ｔｈｅ彫がeCtMarkelso/Ｓｈｏ"α"ｄＬｏ"g-termScc卿riZi“
ＧｉｖｅｎＹ，ｔｈｅｌｅｖｅｌｏｆｉＬＭｉｓｔｈｅａｃｍaleamedrateofintelCst，at
whichthefinns，aCtivitiesareyieldingnetprofitperUnitofassets：they
arealsospecUlating,yieldingsomemarginalgainsinO1deｒｔｏｄｏｗｈｉｃｈ
、１
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Fig.４（TheRelati⑪nbetwccntheActualEarnedRateoflnterestand［hc
TotalProductiom：ｔｈｅＬＭｃｕｒ妬.）
theyholdspeculativemoney・speculationisgoingonnotonlyin
variousgoodsmarketsbutalsoinfmancialmmkets:thefirmsbuyand
sellshort-andlongteImloans，secuntieSandstockstogetinterest
margins・Insodoingtheyarecompetingwitheachothertogetas
muchsharesaspossibleinthetotalprofitafterdepreciation，
(Fx(Y)－．)Ｋ:thctotalnetprolitaccruesnotonlytotheclaimantsto
KbutalsototheclaimantstoMf，ａｎｄｔｈｅｆｉｒｍｓｔｈｕｓｈａｖｅｔｏｅａｒｎ
ｙｉｅｌｄsontheirtotalassetsincludingthespeculativemoneyattherate
iLMontheaverage：speculation,ａｓｌｏｎｇａｓｉｔｉｓｎｏｔｅｘｃｅｓｓｉｖｅ，ｓｅｒｖｅｓｔｏ
raiseeHiciencyinresourseallocation,tostabilizerelative(asagainst
absolute)marketprices,andthereforetoraisestabilityofdistribution
andproductionofcommodities、Ｉｔｓｅｒｖｅｓｔｏ定allocatefundsamong
fimnsorindustries,amongvariousfinancialmalkets・
Ｔｈｕｓｔｈｅｆｉｒｍｓ，moneyincludingspeculativeisanactiUebalance，
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circulatingfromonecommoditymarkettoanothe用fromonefmancial
markettoanother,andfromafinancialmalkettoacommoditymar岩
ket，ortheotherwayaroundWithoutthisactivecirculationofthe
firms，money，thematerialproductionbehindtheprodUcedvalue
F(N,Ｋ)willnothaveasmuchvalueasithasinitspresence：the
firms，moneyMfdoesnotcontribute‘ﾉｱect0tothematerialproduc‐
tion,butitworkstoenhanceefliciencyinresourceallocation,notonly
intheHowsofdistributionofcommodities，butalsointhefinancial
stocksofallocatedfunds，andthusindirectlyworkstokeepupｔｈｅ
valueofthematerialcommodityproduction
Themalginalproductofcapitalassets,Ｆｘ(N,Ｋ),isdifIerentfrom
themarginaleHiciencyofcapital,iIs(1),inthatthefbmmerrepresents
therealaspectoftherelationofcapitalassetsKandProduction
Y,andthelatterrepresentstheβ"α"Ciaノ宛lationof（additionally）
「．．，
investedmo"ｅｍＷｕ"dsandtheemeCtedfutUreretumofinvestment・
Ontheassumptionofthep正senceofaperfectshort-termsecuritymar‐
ket,inwhichthespeculatorsact,theearnedrateof正tumofthese
seCmitieswnltendtobeeqUaltothepolicyrateofinterest(asdis‐
tinctfromtheeamedrate)whichisdeterminedbythegovernment，s
monetaⅣpolicy,because,Withoutuncertaintyp正miUm,iitheeamed
rateofreturnishigherthanthepolicyrateofinterest,ｔｈｅｆｉｒｍｓｗｉｌｌ
ｃｏｍｅｔｏｂｏｒｒｏｗｅｘｔｒａｕnitofmoney，andgotobuysecurities，thus
gainingthedifTerencebetweeｎｔｈｅｔｗｏｒａｔｅｓ,andthisactionwillequal-
izetherateofreturnandthepolicyrateofinterest､HoweverＩ“Ｚｍｚｅ
ｈＣｒＧα/t`γi〃ﾉﾊ”α'`r2AattA`し｡ｌｉｃｙｒａ化。/i"#`rgJti…Zso“ｔｏ６ｅ
ａＪｕﾉﾋﾟﾘse9卿ａＩｆｏｔＡｅｇａｒ"ｅｄｒａｔｅが！"#６７"t・Thisassumptionisafirst
apprOximationoftheactualinte定stratepolicyinpost-warJapan.（A
forthcomingpaperofthepresentwriterwUlempiricaUyexaminethis
and1℃Iatedpropositionssuggestedinthispaper.）
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‐Inthepresenceofperfectshort‐andlOng-termsecu】fitymarke鱈).la
firmcannotonlylendexceSsiveliquidity(bybuyingsecuritiesofother
firms)butalsoboｪTowitfromotherfimlS(bysellingSecurifiesl）Ｔｏ
ｔｈｅｆｉｒｍｗｈｏｉｎｔｅｎｄｓｔｏｐｕ記hasenewlyproducedinVeStmentgoOdsl
thereare化urwaysinthiSsimPleschemetOraisefundstofinance
theirowninvestment：(1)byusingapartofitsowtImbneybalanceb
(2)bybolTowingatthemoneymarket,(3)byborrowmgatthesecurity
markets,ａｎｄ(4)bysellingsecuritiesattheSecuritYmarkets-Inany
ofthesecases，thefinnincursfinancialcostatthemarginalratQOf
ipM,ortheeamedrateofinterest：（１）thecostofpartingwith
opportunitiesofgcttingcapitalgainatthemarginalrateofiLM,(2)～
(3)thecostofinterestpaymentattherateiLM,ａｎｄ（４）theCoStQf
partingWithjntereStrepeiptfrQmQtherjirmS、－，口０｡」ｗ１９A.!-0.F。,.,､WCL-.0..l-b~0,,-..
ThefirmthereforecomparesthemarginaleHiciencyofcapital,。r
theexpectedrateofreturnoneachmarginalunitofgrossinvest-
ment,withtheactualearnedrateofinterestiLM(Y)：Thefilmdesires
tomaximizeexpectednetreturnbydetelminingthelerelofgross
investmentsoastoequalizethemargina“fn2iQnQZtQLlthOj典(Y)．
Howeverthencm`zJ1evelofitsinvestmen1tmay〃otcoincidewiththelevelatwhichthemarginaMici・ncyi4equaltoiL艇(Y|,､incctho
long-termexpectationofthefinnSinayndtberealized,bechJ4seitcosts
tholmn…i…!…ju…nfco鬮上t…nge…ielofgro鍋
Investment．
(3)ＴＡＧI"Col"eDeteｱ、ｉ〃αｵﾉ｡〃’
ＳｅｅFig.５．ThevaliableY,iLM(Y),ａｎｄｉ企(ｴ)denotetheacmaノ
Ievelofproduction,theacj“Jearnedrateofinterest>/andtheact“【０
……dmarginalrateofreturn(themarginalefYiciencyofcapital)，
正sp.：theactuallevelYmaybedifYerentfromthatattheintersec-
」１゜’
tionoftheLMandlScurvesjbutifs傍therp,iSamotiveforthe
7４
ｆｉｒｍｓｔｏｃｈａｎｇｅｔｈｅａｃｔｕａｌＹｓｏａｓｔｏｍaxlmlzeexpectednetreturn、
Theadjustmentisstablejf,aSissafelyassumed,thelScurveis1ess
SlopedthantheLMcurve・TheintersectionoftheLMandlSp-.、~
curvesis〃otalwaysrealized，ｔｈｏｕｇｈｉｔｉｓａｐｏｉｎｔｗｈｅｒｅｔｈｅｆｉｒｍｓａre
maximizingejFPccZBdprofit.（Seep,25.1.22.ofKeynes(1),andalso
Section3below.）
SununaryofSectionsland2
Thefirmshavethreevariablestodeterminejthelevelsofproduction，
investmentandliquidassets，instatics・Ａｓｗｅａｓｓｕｍｅｔｈａｔｔｈｅｍｕｌｔｉ‐
plierprocesscompletcsinstantaneously，theleveloftotalproduction
isdeterminedatthesametimeastheleveloftotal(grOss)investment
is：ｓｏｊＡｅｶﾞｱ'，zsＡａＵｅｍﾉ。［'αria6J“ｏｒﾉﾉteJez）ejso／’７０.湖cﾒｶﾞo〃α"‘
Ji9叫』。“setLtodetermi"８．Ｗｈｅｎtheythinkaboutchangingthelevel
●●■己
－１.〔S(Y)）
i＊
iLM(Y;Hb）
rginaI
aI）
０
Ｙ＝〔theactualproduction）
Fig.５（TheActualandEquilibriumLevelsofTotalProductionandthe
EarnedRateoflnterest）
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ofcapitalasscts（ie.,fixed,andinventoryassets）itisindynamics，
notinstatics；ｔｈｅｙｃａｎｄｏｓｏｍｔｈｅｌｏｎｇｒｕｎｂｙｎｅｗ（asagamst
dep正ciation)invesLmenLInstaticsanychangeinthelcvelofcapital
assetscausedｂｙ:ｎｅｗｉｎｖｅｓｔｍｅｎｔｉｓａｓｓｕｍｅｄｔｏｂｅｔｏｏｓmaUcompared
withthetotalcapitalassetstoafIbcteithertheproductivecapacityor
thedemandscheduleofUquidassets．
Ｔ鮎βｱ”Sre/`γｵo8Aeejr-α"teecr"ｅｄ７ａｔｅｏ〃"ter"#,。〃。"ｅハα〃｡，
α"dtot/ｉｅｉ７ｒｏｍｌ元C#'７０β'’０"theOtheγ,zUhB抑‘βmα〃`i〃g〃9乱ｊｄａ"GES：
theloweristhefolIner,andthegreateristhelatte喝dotheydemandthe
gr℃aterstockofliquidassets.(Smcethelatter,orthetotalnetprofit,is
theo"ticallycorrelatedpositivelywiththeleveloftotalproduction，
thehigheristhetotalproduction,ｔｈｅｙｄｅｍａｎｄｔｈｅｇ１℃aterstockof
liquidassetsJ
Theexさpostearnedrateofinterestisdete､､inedbytheinteraction
ofthefirms，demandformoney(orliqUidassets)ononehand,andthe
moneysupplyofthebanksandtheindividualwealth-ownerswho
hEweanotverticalbutupward-slopingsupplycurveofmoneyonthe
other､Givenaleveloftotalproductionthefizmscanchoosealevelof
liquidassetsonlysubjecttotheconstramtimposedbytheex-post
eamedrateofinterest,which,ｉｎturn,reflectsnotonlythebanks，bUt
alsotheindividuals,supplyconditionsofmoney：thefinnscompare
theex-anteearnedrateofinterestwiththeirratioofthetotalnetprofit
tothetotalassets・Atahigherlevelofthenetprofitratetheydemand
agreaterstockofmoney，butthentheexppostearnedrateof
inte正stgoesupatthemoneymarket:so,ｚ２ａハｉｇＡｅｒ７ａｔｅｏ/〃ｃｆＰｒ｡β#
FA`γαγeaLFofzz"‘、"ハahigAe『!`z,`JOfth`・態-ｶ.…αγ"`ｄ７ａｔ`ｏ／
i"t6re蛇,UjhiChre化`tStAeﾉbigﾉｉｅ７ｒａｔｅｏ/〃e2Proβ6．
Ｉｆｔｈｅｓｕｐｐｌｙｃｕｒｖｅｏｆｍｏｎｅｙｉｓｖｅｒｔｉcal，ａｓｉｓｔｈｅｃａｓｅｉｆｔｈｅ
ｉｎｄｉｖｉｄｕａｌｓａ妃insensitivetoanychangeintheex-anterateofinterest，
ahigherrateofnetprofitwillmaketheex-postearnedrateofinterest
咽.
tobehigheⅡthanbefo妃ｂｙｔｈｅｓａｍｅｐｒＯｐｏｒｔｉｏｎａｓｔｈｅｌｅｖｅｌｏfnet
profitisthanbefore.(Seetheeq.(10).），［－－－－
rothefilmsboththelevelofproductionandthelevelofmoney
haye(upperbounds::thefuLemp1oyment？ceilingand1言theLmoney
supplYcurVe9UnderthehypotheSisofthefimns，liquidity･maJdmizatibn，
thelatterboundisalwaysanefrective､cQnStraint,buhtheformerjS
notワＳｉｎＣｅｗｅａ正ｈｅｒｅconsideringtheunder-employmenteCOnOmy・
Theｴ℃fo妃thefhFmscanchangethelevelofemplqyment,ｐ】qofiPro-，
ductionjwithoutconstraints，whereastheYarealwaySefTectiVely
restrainedbythQmonCyβupplyschedule.‘i"“‘ﾉｉｇｍＯ〃e）“〃γ
`皿rひezJgeneraJbj弘pzmrd-J【opi"9,ｵﾉieact"αノルＵｅ化/theβ7,Ｊ，、…y
sfocA;‘o8JcAa"gau'ｈｅ〃ｔｈｅact“I！…lOjflrod皿`"｡〃CﾉＢａ"gGS81they
theo正ticaUycorrelatepositivelyintheshortrun,justastheactual
levelofprodUCtiQp1andthC2ctUqleamedmteDfinte正stdoso・一
歩鯛pOteCL:abOVeithqJmSLhavetWovariables;todebermine:ざthe
levelofprodUctionandtheleveloftheirmoneystock・Theseｔｗｏ
鞭pQsitiVdy:c…垣tCdjn伽｡q;J(15%so:thefirmshaveultimatelyi
oplY9nC:y3ri4bletQde塵IminC,pr;thelevelpftotalproduction,whichゴ
asassumedinthispaper,isinone-to-onecom℃spondencetothelevelj．｡．．戸
oｆ（gross）investment.＿：LL
HowdotheydetenninetheleveloftotalprOduction（oremploy‐
ment)？Ｔｈｅｙｄｏｓｏｍａｉｎｌｙｉｎ正ferencetotheirfowne平ectation
aboutfutureprojitabilityscheduleiofinvestment,prthescheduleof
marginalefliCielWofc3pitaLMOreｴigidlytheleveloftotalinvest‐
mentisdeterminedmainlybythemarginale伍ciencyscheduleand
theBQIicyｴateofmterCst(whichisassumedtobeequaltotheactual,_I｡。0-､0ＤＣ閨 .。o･I
earnedrateiLM,inthispaperf・rsimplicitY),andthenitdetenninesl
by・theassumedinstantaneousincomemultiplieradjustment,thelevel
oftQtalprOduption.(SeeFig.6Ⅱ
177
1
ｆ
ｍｕｃＩ１０ｎａｎｒ
Ｉョ
０
Fig.６［TlleActualEamcdRa[eisAdjhStetijHl61igtheLMCurve.］.l■
§3)HProducti。､,IncomesaMAiggregadeDeinIAⅢ(This二S66ti6nis
PartlyduetoUzawa)(3))~Iｗ－ｍ－w
0pQ● ﾛ’｡I･ﾛ－．6､._Ｌ_､｡，_．．、二”…‘《…、…－－，ゴ.～！ｌｒ
－,.--,0口△卜曰,--b r､cｈ■(1)Ｐｒｏｄ翅cJio〃Ｆ剛冗ｃｆｊ｡〃
～．,（～…‘．…、
～Thecapital,aSsetS2K,jSdefinedtOConSjstnOtpnlypfthefilms，fixed-.,,dＢ.--_■｡｡-１- ．-o,･b：-.,
(tangibleandintangible）ａｓsets:butalsotheinventorystock,Ｗｈｉｃｈ
ａｒｅｓｕｍｍｅｄｏｖｅｒａＵｔｈｅｐｌｉｖａｔｅcorporationsinanationalcconOmy、４「
TheeH午(ive:WmkemployedハiSdemedtqbework爵e…＆employedinaUjhecOrporQtiohs．～←．，．､--ﾏ．．－J．,、,..! （⑲jTheNeoclassi6alpr○ductionfunctionwiththewell-behaYedpmper-
ties
-，Ｙ＝Ｆ(N,Ｋ),ハ,ＦＸ>0,FNN,FKK<OandFNK＝FKN>O-
ispostulated：thelinearhomogeneit孔thetwiCecontinuouSlydifIe垂
7８
entiabilityareassumed．
(2)ＴＡ`I"ＣＯ、`＄｡〃ｄｊｈｅＡｇｇｒ`gatemma"。
BythefirstofKeynes，so-called``fundamentalpostulatesoftheclassi‐
caltheoryofemployment,，，Ｌｅ.，ｔｈａｔｔｈｅｒｅａｌｗａｇｅｒａｔｅｉｓｅｑｕａｌｔｏ
ｔｈemaxginalproductoflabor,thetotalwageisFN(N,Ｋ)N,andthe
remainmgpartofY,ｏｒ,bytheEuler，sTheorem,ＦＫ(N,Ｋ)K,isthe
totalprofit、
TheconsumptionfunctionC(･)givesthedemandforconsumption
goodsateachincomelevelY：namelyC=O(Y)．ＴｈｅＣ(Y）
exp唾ssestheacmaJlevelofconsumption，ｗｈｅｎYistheactualleveL
ThereforeS(Y)（=Ｙ－Ｃ(Y)）istheactual]eveloftotalsavings,and
sotheactual（gmss)investment,Ｉ,isalwayseqUaltotheamount
S(Y)whenYistheactualleveL
Then，imaginethattheactualproductionｉｓＹ，andsotheactual
investmentl＝Ｓ(Y)．Theeamedrateofintel0estisactuaUyiLM(Y)，
withwhichthefirmscompaｴ℃themalginalefEciencyofcapitalat
theactuallevelofinvestment，Ｉ＝Ｓ(Y）TheycompareiIs(1)
＝i[s(S(Y)),orthemarginalefliciencyofthe･`mqJinvestmentl，with
theactualearnedrateofinterest,iLM(Y)．TheymaybediHerent
fromeachother：thereisnoguaranteeforthemtocoincide・Ｓｅｅ
Fig.５．ThepointsAandBarebothactUal：theywillaPproachthe
equilibriumpointEaJo"ｇｔｈ‘Ｌ〃α"ｄＪＳｃ”…γど叩．Thefirmswill
increaSe(dec1℃ase）actualinvestmentwheneveriIs(S(Y>）iSgreater
(less)thaniLM(Y),andthentheincomemultiplierprocessc･mp1etes
mstantaneously,theactuaJProductionrises(falls),finallytoattainthe
fullequilibriumlevelY器ａｔｔｈｅｐｏｉｎｔＥ・Remarkthatthereisno
appearanceofunintendedchangesininventory8thefinnsdecideto
changetheactualproductionlevelinviewofonlythedifTerenceof
7９
iIs(S(Y)）fromtheactualearnedrateofinterestiLM(Y）
Insummarythefullequilibriumconditionissimply
iLM(Y）＝ixs(S(Y)）…..……………………(16）
whereiLM(Y>＝(Fx(Ｎ(Y),Ｋ)－．).Ｋ/(Ｋ＋Ｍｆ(Y;Ｈｂ川andtheiIs
(1)isthemarginaleHiciencyofcapitalcorrespondingtotheinvestment
levelLTheadjustmentcriterionoftheinvestmentlevelispostulated
asfollows；
ｄＩ/dt＝ｈ･(iIs(1)－iLM(S-1(1))）…………………(17）
whereS-n(･）denotestheinversefunctionofS(･),ａｎｄｈｉｓａｐｏｓｉｔｉｖｅ
ｃｏｎ９ｔａｎＬ
Ｓｉｎｃｅｔhereispostulatednoinvestmentfunction，ｔｈｅｒｅｉｓｎｏａｇｇｒｅ‐
gatedemandfunction，ａｓｓｏｍｅｔｈｉｎｇｔｏａｐｐｅａｒｉｎｔｈｅｆＵｌｌｅｑunibrium
condition(s）MoreoverneitherWalras'lawnorSay，slawworkany‐
ｗhe正ｉｎｔｈｅｍｏｄｅｌ：whochangestheactuallevelofproductionisthe
firms,andaslongasthepropensitytoconsumestaysconstant,anyshift
oftheindividuals，prcferencetolend,ｏｒＬｈ(i),willnotdirectlychange
theactuallevelofproduction，butchangeonlywhattheactualpro‐
ductiontendstoapproach,oronlythefullequUibriumlevelofproduc-
tion．
(3)ｔｈｅＰγi“Ｌｅ‘eJq"ｄｔｈｅ皿。"ｅｙＢａＪ｡"“
Assumingperfectcompetitioninthegoodsmarket，andassuming
themoneywagerate（w）constant，thegeneralpricelevel,ｐ,ｉｓｓｅｔ
ｂｙｔｈｅｍａｒｋｅｔｔｏｓａｔｉｓｆｙ
ｗ/ｐ＝ＦＮ(N,Ｋ),．…………………..………(18）
becausethefirmsareassumedtomaxmnzeprofitpY-woN,subject
totheshort-runproductionfunctionY＝Ｆ(N,Ｋ),ｗhe正Kiscon-
stant、ThereisthefollowingmonotonerelationbetweenNandY
8０
Ｙ＝F(N瓜熟wprN＝ＭＨ)….….……M,….:…‘.(↓9)ご)j$；
whereＮ(･)isdefinedbytheinversefunctionofF(N,Ｋ)WithKcon‐
stan峰By〈18)and<l9LWehave 1h入牢ユーァバ>「ｉ
;fWいｐ＝p(y)＝ｗ/FN(Ｎ(Y),１Ｋル.…｢…仏百J…;…?81.蓋(20）：、
wheredp/dY>0,SinceFNN<ＯａｎｄｄＮ/dY>O
TheInequality(10)iSchangedtoreadⅡ：Ｊ；‐｣
．）
（FK(N(Y),Ｋ)－.).Ｋ≧ｉ･(Ｋ＋(Ｍｆ/p)）
?；＝ｉ･(Ｋ＋(Ｍ１/w)･(FN(N(Y),K)))；
‘．‐ルパⅡ，１１ｆ１．….………….…………….(21）
Whe１℃ｉis:theCX-anterealrateofinterest,and(Ｍｆ/p)denoteshthe
n噸瓜eaLmOnCY1balan9asipCe(21)alwaysh・ldsasan`eq岬lity,thlヨ０沓已｣し｣,-+･゛－，･
aCmalrateofinterestjsuniquelydeLeIminedasafunctionofY,which
嗅柳imPFeqslng.｣～・functionQfY,WithMfConstant,andisadecreasing
hulCtiqJ],ｏｆＭｆ,,ｗｉｔｈＹ索Gonstant，ThustheLMpurvehas：tｈｅｓａｍｅ
－．．．；｡‘Ａ・“・グー・’-....-Ｊ￣｡,。－￣－ ｡-cひqbO
pr9F帥ie5inthisvariablepricecaseasinthe:pZeviQussimPlercasej.｣■〔ご
t鵬LMlpurveispQsitiVelysloped,LandSbjftStothemghtWhenHb
nsesorwhentheindividuals，lendingschedule,Ｌｈ(i),shiftStotheright．-'’0.,-..」h’一
‐､ザ
§４ThcAggregatcSupplyPrice
(1)ＴﾉｂｅＥｑｒ"`‘Ｒａｔｅｏ/Ｉ"#`r"ｔＡ５ａＣｏｓｔｏ/Ｐｒｏｄ出c2jo〃
､で.ｐ:１－
FromthefirmS,PointO1Viewソtheactualearnedrateofmterest(iLM）
appearsasacostofproductionperunitofthetotalassets
(Ｋ＋（Ｍｆ/p)),intheproductionatthelevelY:_theYregqrdiLM
astl魁aieriﾋﾟWhich・lhieyliaVdtb･jjaylhterekittdthebahksand
in麹idujjDSRwhori孵tnajmanfSYfdtheirAssBtsgJrh血sithe:iotAlirTEereSi
payment(FK(Ｎ(YLK)-.)･KisanOtherCosfitem,alongwiththetotal
wagecQstFN(Ｎ(Y),Ｋ)緯Ｎ(Y)＝(ｗ･Ｎ(Y)/p)andthedePreciationcoSt
８１
d9K61nOtherWoIds,ｉｎordertoindUcethenrmstoproduceY,itis
neededthattheycanexpectasmuchproceedsasenablethemtocover
thethreecostitems:theinterestpaymentiLM･(Ｋ＋(Ｍｆ/pLthedepre‐
ciationdKandthewagepaymentW．Ｎ(Y)/p、
(2)ＴＡ`Agg7agatcSzW)〃Ｐ７ｉｃ`α"。＃ｈ`ＬＭＣ泌γひｅ
ＴｈｅａｇｇＩ℃gatesｕｐｐ１ｙｐｎｃｅｉｓｄｅｆｉｎｅｄｉｎｔｈｅ‘`GeneralTheory，，as
follows：“theaggregatesupplypIiceoftheoutputofagivenamount
ofemploymentistheexpectationofproceedswhichwilljustmakeit
worththewhileofｔｈｅｅｎｔ1℃preneurstogivethatemployment，，
(Keynes，(1)，ｐ24,1.6--9.）ASnotedabove,thusdefinedsupply
priceisseentObenothingbutthecostofproductioｎｉｎｔｈｅｗａｇｅ－ｕｎｉｔ
ｗｈｉｃｈｉｓｅｑＵａｌｔｏｔhesumoftheinterestPayment,thedepreciationand
thewagepaymentallinthewage-unit：which，ｉｎturn，ｉｓｅｑｕａｌｔｏ
ＦＫＫ＋ＦＮＮ,orYitself,dividedbyFN，thoughthisisdiHerentfrom
Keynes，ｏｎｇｉｎａｌｄｅｆｉｎｉｔｉｏｎｏｆｉｔｉｎｔｈａｔｉｔｉncludesthedepreciation
cost、ＴｈｕｓｏｕｒＬＭｃｕｒｖｅｃａｎｂｅｎａｔｕｒａｌｌｙCombinedwiththeaggre-
gatesupplyprice．
Comlnusions
ltisarathersurprisingfactthattｈｅ“GeneralTheory，，of
Keyneshasbeensowidelypopularizedineconomics，without
suchaconcretetheoreticaｌｆＯｕｎｄａｔｉｏｎｏｆｔｈｅＬＭｃｕｒｖｅａｓｉｓ
ｉｎｔroducedinthispaperJItseemsthattheconventionalexplanation
oftheLMcurvehasalWaysbeenbasedultimatelyonthenotion（１）
that,atahigherrateofinterest，`ａman，willprefertoholdagreater
proportionofhisaccumulatedsavinginthefonnofinterest-bearing
assets，ｗｉｔｈｌｅｓｓｉｎｔｈｅｆｏｒｍｏｆｔｈｅｂａｒｒｅｎａｓset，oronthepeculiar
expectationalphenomenon（２）that`aman'preferStoholdagreater
pmportionｏｆｔｈｅｉｒａｓｓｅｔｓｉｎｔｈｅｆｏｌｍｏｆｔｈｅｂａｒrenassetwhenthe
8２
marketrateofinterestthreatenstｏｔｕｍｔｏｒｉｓｅ，suggestingan
eventualfallintheconsolprice，afterasubstantialfallofthemarket
ratebelowsome‘normal，leveLThespeculativemotivetoliquidity
ismainlycombinedwiththislatterexplanationThepresentwriter
hasnotseenanyother(apparent)justilicationoftheliquiditydemand
functionthantheseill-foundedones・
Worse,Keynes,pretencetocomPlisethequantity-theoreticaspect，
ortheproportionalitybetweentheｓｔｏｃｋｏｆｍｏｎｅｙａｎｄｔｈｅｆｌｏｗｏｆ
ｔｏｔａｌｐroduction,intoｈｉｓ“General”theory（ie,inthefolmofthe
transactionpartofthemoneydemandfunction，Ｍ１＝ｋ･Ｙ）has
almostalwaysdeceivedstudentsinmacro-economics，whohave
oftenbeenpuIsuadedthatｔｈｅ`speculative，partofmoneyfolmsone
circulationａｎｄｔｈｅ‘transactionary，moneyformsanother，thatthe
twodistinctpartsofmoneydemandpulleachothercorrespOnding
toanychangesintheintereｓｔｒａｔｅｏｒｔｈｅｉｎｃｏｍｅ，withtotalmoney
supplyconstant・Thisdichotomizedviewofmoneydemandhas
remainedasafundamentaltheoreticaldefectofthebook，whichhas
preventeditfrombecomingaunive応alscientificschemewhichcove函
anycapitalisticnationaleconomy・
Ｉｎｔｈｉｓｐａｐｅｒｉｔｉｓｓｈｏｗｎｔｈａｔｓｕｃｈａｔoomuchsimplifiedassumption
ofthedichotomizeddemandformoney，ｏｒｏｔｈｅｒｖｉｅｗｓｓｉｍｉｌａｒｔｏｉｔ，
canbereplaCedbyanapproaChbasedonacompletelydifTerentnotion
ontheaggregateeconomy：theinterestpaymentapproach．Itis
clarifiedthattherelationbeｔｗｅｅｎｔｈｅｔｏｔａｌｉｎｃｏｍｅａｎｄｔｈｅａｃｍａｌ
`earned,rateofinterestcannaturaUybebasedonthefactthatinterest
paymentsincludingdividendsonstocksHowfromtheprofitof
thefilmsjandthey,asmostwidelydefined,areidentifiedinmagnitude
withthetotalnetprofiL
OnaccountofmarketimpelfectionBanduncertainty，ｒａｔｅｓｏｆ
ｉｎ℃restdifIbrinrealityinvariousfinancialmarkets，ｂｕｔｉｔｄｏｅｓｎｏｔ
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denythatthehigherthetotalnetprofitis，atthehigherrates
thefiITnscanaflbrdtopayinterestontheirborrowedliquidor
illiqUidfunds：thereforewemayarguethatthehigherthelevelof
totalproductionis，thehigherratesofinte正ｓｔｔｈｅｆｉＩｍｓｃａｎａｆＴｏｒｄｔｏ
ｐａｙｏｎｔｈｅliquidfundswhichtheyassumedlytrytomaximizeto
borrowfromthebanksjwiththeircapitalassetsconstanLThisisthe
essenceofthenewfoundationoftheupwardslopiｎｇＬＭｃｕｒｖｅｗｈｉｃｈ
ｉｓｇｉｖｅｎｉｎｔｈｉｓｐａper，
Ｔｈｅ`rentiers,arealsoseparatelyanalyzedinthismodel：theindivi‐
duals，asset-choiceise】PlicitlyfoImulatedintheshapeoftheirdemand
tolendtothefirms,orLl,(i>,dLh/di>０，whichisshowntobeinpower
toinHuencetheactualearnedrate,andhencetheequilibriumrate,ｏｆ
interest・Thereforetheycaninfluencetheequilibriumlevelofincome
notonlythroughachangeintheirpropersitytoconsume，ｂｕｔａｌｓo
throughachangeintheirasset-choice、
HoweveritwillbeobviousthataprimarychamcteiisticofKeynes,
economictheolyisitsfirm-centerednature：ｔｈｅleveloftotalproduction
isdeterminedultimatelymostlybythefirms，expectedmarginaleflici‐
encyofcapital,throughwhichthelevelofinvestment,andhencethe
totalincome,arefinallydeteImined・TheindividualsoutsidethefiIms
caninHuencetheleveloftotalproductiononlytoanunorextent･
Moreoverthefirmsnotonlyorganizeproductionbutalsospeculate，
ｄｅｍａｎｄｉｎｇａｓｍｕｃｈｍｏｎｅｙａｓｔｈｅｙｃａｎｐayinteI℃ｓｔｏｎｉｔ：thehistori-
caldevelopmentofthebankingsystemmaybereviewedinthis
line，ｏｒｉｎｖｉｅｗｏｆｔｈｅｆｉｌｍｓ，inexhaustibledemandformoney・The
criterionofthefirmstomaximizeliquidityintheirtotalassetswiththe
capitalassetsconstantplaysapivotalroleinthispaper・Whetheritis
定alisticisanempiricalproblｅｍ；theextremecriterionispostulatedas
aworkinghypotheｓｉｓｏｎｗｈｉｃｈｓｔｕｄｉｅｓｏｎａｎａｇ9,℃gateeconomycanbesteppedforward． （April,1979）
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Fi9.Ａ-１（TIieDirectEIrectofChangingHID）
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]二二ニヲニミヨニ
〃omIlTougI1nl⑥111｢olIgIitIl⑫banks）
banks）
I?i9.Ａ-２（ｄｍＷｎｏｎＬｌ〕cal5sumptiolltllatHb＝Ｄ質）（ThGRc1ationbclwccn
the/IBalanceSheetsandUheDetCrmmationoftheEarncdRateof
lntercst）［Rcmark（hattheindividual8arenottheultimateC1ai‐
ｍａｍｔｓｔｏｑｌｌｌｈｅａｓｓｃｔｓｏｆｔｈｅｌirms：ｔｈｅｕｌｔｉｍａｔｃｃｌａｉｍａｎｔｓｔｏｔｌ１ｃｄｃ‐
ｍａｎｄｄｅｐｏｓｉｔａｒｅｔｈｅｂａＩｕｋｓａｎｄｔｈeCcntralBank〈orthegovcrn‐
mcn[.)］
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Fi9.Ａ-３（HoWtI1cBanksEarnlntcrestBcyon(II11tcrestMargins）〈Ｈ１,＝Ｄ虞isassumed.）［Simcethcbanksinstituti()I1a1ly〔ＩＣｎｏｔｐａｙａｎｙｉｌ１ｔｅｒｃｓｔｏｎ
ｔｈｅｌｉｒｍｓ，〔lcmaIuddeposit，andtIlcycmmilltcrcstolutheirlｏａｎｓｔｏ
ｔｈｅｌｉｒｍｓ，theyareearningiDf(i')，６節idespossiI〕Iytheirilu[cresLmaTgins・Howevcr,ｓｉｎｃｅｔｈｅｙｈａｖｅｔｏｐａｙｉｎｔｃｆｓｔｉ'Ｄ釘totheCcntral
Bank，thcyultimatclycarni'(Ｄｆ(i'）－，畷)，ｍａｄｄｉｔｉｏｎｔｏａｎｙｉｎ‐
terestmargins.］
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